DISCOVERY STEP 2
IDENTIFYING THE PROBLEM AND POTENTIAL SOLUTION
Entrepreneurs overcome problems. This is at the heart not only of how they operate their business enterprise but also why the enterprise is there in the first place. A new venture is created to overcome a problem in the market place, or in society (social enterprise). Problems faced by customers are also expressed as ‘needs’ or something they want to make their lives easier or better in some way. Every successful entrepreneur has first identified a problem somewhere and then found a solution that people were prepared to pay for. Sometimes this requires a breakthrough invention but even smaller steps can make big differences. 
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 Business case links
Computers solve many problems in terms of access to information, data storage and communication, but there have been many problems to overcome in order to make them usable. One early problem was how to develop an interface between the user and the machine. The first computers responded only to instructions from a keyboard which entailed a complicated series of commands using the symbols, letters and numbers. These were time consuming and not always easy to follow. Doug Englebart, a naval radar technician came up with several solutions to the problem that made the computer perform tasks simply by pointing at locations on the screen. One of these was a trackerball which when rolled across a desk altered the position of a cursor on the screen. The curved back a tail-like wire connecting it to the computer, the device was called a ‘mouse’, a solution to the problem which we now all take for granted. Engelbart, its inventor made no money from it.  
To read more about this inventor follow the link here
Identifying the problem or need 

The first step in the enterprise process is identifying the particular want or need that you will be addressing. Paradoxically, this is often the very step that would-be business owners and entrepreneurs forget to consider. A possible explanation for this is that people developing new business ideas are often passionate about the ideas themselves. This is, of course, a good thing on the whole. However, it can also lead to taking what has been termed a ‘product-focused’ approach as opposed to a ‘market focus’ or ‘consumer focus’ approach. This sort of situation is particularly prevalent in the so-called ‘creative industries’ where the focus of attention is very often on the creative product or service rather than the customers’ needs.
[image: image2.wmf] Business case links
The case of KETTLE® Chips demonstrates how the company founder’s commitment to natural food and the environment allowed the company to gain and keep the trust of consumers. To read the case, follow the link here.
INNOCENT® drinks pride themselves on being 100% accountable to their customers. To read the case follow the link here.
Sources of ‘opportunity’

The ideas for new enterprises come from all sorts of different places. However, Peter Drucker has usefully identified seven sources of opportunity for new businesses.
Drucker’s seven sources
1.
The unexpected – this might be an unexpected success or failure
2.
The incongruous – this is a discrepancy between what is and what everyone expects
3.
Process need – necessity is the mother of invention

4.
Industry and market structures – these can change rapidly, often after long periods of stability

5.
Demographics – these are changes relating to population births, deaths, diseases, employment, education, income etc.
6.
Changes in perception – arguably some changes are not really changes at all – the facts stay the same, but people’s perceptions change

7.
New knowledge - this is actually the most unusual source of new opportunities
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   Activity 
Can you think of examples for each of these seven sources of opportunity?

Which source underpins your own enterprise opportunity?
Generating ideas to meet that need

At the heart of the enterprise or entrepreneurship process is the need to identify the business opportunity. All too often, people come up with good ideas which do not necessarily translate into good businesses. Much of what we shall be looking at over the next three or four steps will be how you can ensure that your enterprise idea is in fact a good business opportunity.
<question textentry1>

<title>Good business opportunities</title>

<text>What do you think makes for a 'good business opportunity'?</text>

<feedback>Competition is a fact of life for all businesses, whether high growth, low growth, social enterprise or charity.  As a result, there is always pressure to produce a product or service efficiently and effectively in such a way that covers costs, makes money or creates value.  Whereas a ‘good idea’ might fail to generate enough revenue to cover costs, a genuine business opportunity is one that has the potential to create value even within the most competitive of environments.  More detail on the difference between a good idea and a business opportunity is presented in Building Block 3</feedback>

</question>

Good business opportunities

QUESTION 1

What do you think makes for a 'good business opportunity'?

Some commentators argue that coming up with new ideas is easy.  The real problem is deciding which one is really going to provide the budding entrepreneur with a genuine business opportunity. This is where you need both creative and critical thinking.
The process of identifying an opportunity using creative and critical thinking
We think in different ways at different times. Two distinct modes of thinking are important to the process of identifying an enterprise opportunity: creative and critical thinking.

Creative thinking encourages new ideas by coming up with many possibilities as you can find. It encourages you to think differently by coming up with whacky, zany ideas. It requires a positive approach to problem solving as too much critical feedback at this stage stifles creative thinking. Examples of how to encourage creativity through brainstorming and other techniques follow below.
Critical thinking is more logical and tries to reduce the number of possibilities by selecting the best ones against specific criteria. It asks questions about business ideas such as: who is it for? What can it do? Why is it different?

Both thinking modes are necessary for an idea to become an opportunity – creativity to come up with as many ideas as possible; critical assessment to select the one that represents a viable opportunity. This process is illustrated below
The process of opportunity identification
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The creative thinking of an open mind can consider problems that we face derived from clues such as trends (e.g. the demographics of an ageing population in the west) and questions that arise (e.g. how will care services for the elderly cope?).  Critical thinking can be employed to identify those problems that could form the basis of a business if a solution can be found, by asking questions such as: 

· Who specifically is affected by this problem? 

· Why will it create a need?
· Is the market need large/important enough to sustain a viable business? 
· Is it likely to yield a viable product/service?
This first stage of this process therefore comes up with a problem that indicates a market need for a new product or service (e.g. the need for the elderly to live independently in their own homes for as long as possible)
A second round of creative thinking is now required to come up with as many potential solutions as possible. These are then evaluated using critical thinking and criteria such as:
· Does it provide real benefits? 
· Is it feasible to produce and deliver? 
· Is the market big enough to make it worthwhile? 
· How is it better than the alternatives? 
Finally this produces the opportunity – a potential basis for an enterprise as it represents a solution to a real need in the market place (e.g. a ‘smart home’ with automated features that allow the elderly to live there for longer)
The aim of this process is to discover not just an invention – something new – but an innovation – something new that is accepted in the market place. Although we need critical thinking to assess the viability of ideas, the process cannot start without the ideas in the first place. The birth place of these is creativity.
Exploring creativity

Creativity is the source of new value in a business enterprise.  You can use creativity to produce new products or services, but creativity is not just about what is made or delivered but also how they are made or delivered – the processes of a business. Today it is creativity linked to knowledge and learning that add real value to enterprises, rather than labour or physical assets. Estimates suggest that the value of intangible assets in most businesses is now at least three or four times that of fixed assets. This ratio rises much higher in IT, biotechnology and dot.com businesses.

<question textentry1>

<title>Defining Creativity</title>

<text>How would you define creativity?  </text>

<feedback>There are many ways to define creativity, including:

1. Possession of the qualities (especially mental qualities) required to do something or get something done.

2. The creation of something in the mind.

3. Thinking that moves away in diverging directions so as to involve a variety of aspects and which sometimes lead to novel ideas and solutions.</feedback>

</question>

Defining Creativity

QUESTION 2

Top of Form

How would you define creativity?
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"You cannot make soup without water. But a bowl of water is not a bowl of soup. It is what you add to the water that gives the ‘value’ of soup".

Edward de Bono



Dr Edward de Bono, argues that there is no substitute for business competence, efficiency and cost control. But more than this, every business has to deliver a ‘value’ to customers, just like soup has to deliver a value. Designing these values requires creativity and new ideas.


He argues passionately that businesses need to treat creativity as seriously as they treat capital, labour, machinery and IT. To read more of Dr Edward de Bono’s thoughts on creativity follow the link here. 
Where does creativity come from?
Having established that creativity is a good thing for businesses (new and old alike) one might ask where it comes from?  There are actually quite a range of theories that seek to answer this question:

Theories of creativity
	Focus
	Assumed cause

	Grace
	Muse

	Serendipity
	Luck

	Association
	Insight

	Personality
	Trait

	Skill
	Mental flexibility

	Experience
	Expert recognition

	Motivation
	Persistence

	Culture
	Nurture

	Emergence
	Interaction


Source: adapted from Henry, 1994 in Henry (2001) Creativity and Perception in Management, The Open University, Milton Keynes, p.10
One approach (serendipity) suggests that there is a lot to be said for ‘being in the right place at the right time’.  However, as a well-known writer on creativity has observed “Many people never realise that they are standing in a propitious space / time convergence, and even fewer know what to do when the realization hits them” (Csikszentmihalyi, 1996).
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   Activity 
What frustrates you?  Perhaps it is something about your journey to work or University.  Perhaps it is something about how you work, your environment at home or in the office?  

Whatever it might be, just take a few minutes now to think about some ways of putting an end to this frustration.  You will quickly discover your power to come up with some creative solutions – especially if the problem is severe enough.
[image: image7.wmf] Business case link
When Matt Aitkenhead's specs flew out of the car window it sparked an idea. Read how that idea turned into Sticmatz, a viable business opportunity, by clicking the link here. 

In fact, there are ways in which we can help ourselves become more creative.  A useful starting point to explore this further is outlined by Prof. Richard Wiseman’s in his ‘Ideas essay’ on the importance of priming. You can access this essay by following the link here. 
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   Activity 

Why not try a quick self-test to discover what type of ideas person you are – a ‘lone ranger’ or a ‘tribal thinker’? Answer a few simple questions and use your answers to find out which group you belong to. Then use the tips for the type of ideas person you are to enhance your creativity! 
Creativity test

Are you a ‘lone ranger’ or a ‘tribal thinker’?

1. In what kind of environment do you feel you are best able to be creative?

a)    Being in a quiet and relaxed environment

b)    Being in a noisy and pressurised environment

c)    Being alone

d)    Having people around you.

2. Where do you feel you have your best ideas?

a)    In bed, in the garden or on holiday

b)    At work or on public transport

c)    In the shower or in the car

d)    In the pub or supermarket.

3. When do you feel you have the best ideas?

a)    At the end of the day, before bedtime 

b)    During the rush-hour commute

c)    First thing in the morning

d)    While you are socialising.

4. Which colour would you most associate with your creativity?

a)    Green

b)    Red

c)    White

d)    Purple.

5. How do you prefer to record your ideas?

a)    On a piece of paper

b)    On a flipchart

c)    In your head

d)    By telling someone.
If you answered mostly a’s and c’s you are likely to be a Lone Ranger. Ways to maximise your creativity can include:

1. Have a specific ‘creativity’ room which people can spend time in.  A dedicated and comfortable space for ideas can help generate ideas.  

2. Avoid setting tight deadlines and putting too much pressure on employees to come up with ideas.

3. Create an intranet / extranet site where people can share, exchange and dump ideas as and when they think of them.

4. Have flowers and plants in the office.  Research has shown that this can help to produce 15% more ideas in the workplace.
5. Make music available for people to listen to, letting their mind wander, before coming back to solve a problem / create an idea.

6. Visit www.spaceforideas.uk.com and read Richard Wiseman’s amusing essay on how to prime your brain to enable you to generate more ideas, like disposable socks!

If you answered b’s and d’s you are likely to be a Tribal Thinker. Ways to maximise your creativity can include:

1. Consider re-organising office layouts to enhance working relationships.

2. Provide food and drinks in group brainstorming sessions to fuel creativity.

3. Enable people from different departments or disciplines to come together regularly to exchange ideas and provide fresh thinking to challenges.

4. Encourage everyone to speak at brainstorming sessions – there are no wrong answers and each input may trigger an idea with someone else.

5. Alternate between holding more formal, structured brainstorming sessions and more informal get-togethers as different approaches can generate different results.

6. Visit www.spaceforideas.uk.com and visit the Ideas Centre for tips on how to get the most out of brainstorm sessions.

Applying creativity
This step encourages you to take a creative approach to entrepreneurial management, and introduces a variety of creative problem-solving techniques. Entrepreneurial management is about learning to find the most appropriate solution to the problem of consistently managing the process of innovation. Regardless of the actual methods used, it is important to note that your attitude and approach to problem solving will significantly affect what you get out of applying any particular technique. So it would be useful to spend a few moments reflecting on what kinds of actions either encourage or discourage creativity and speculation. 

<question textentry1>

<title>Actions that encourage creativity</title>

<text>What sort of actions do you think ENCOURAGE creativity?</text>

<feedback>Actions that ENCOURAGE speculation and creativity include . . .

•
Stay loose until rigour counts

•
Temporally suspend disbelief

•
Assume it can be done

•
Share the burden of proof

•
Optimism

•
Focus on what is going for the idea

•
Assume valuable implications

•
Give credit

•
Acknowledge

•
Be attentive

•
Listen

•
Be interested

•
Show approval

•
Give early support

•
Protect vulnerable beginnings 

•
Accept

•
Connect with

•
Join

•
Be open to – wholly available

•
Build on suggestions

•
Speculate

•
Support confusion / uncertainty

•
Value the learning in mistakes

•
Use ambiguity

•
Paraphrase

•
Take responsibility for understanding

•
Waste no energy evaluating early

•
Jump to favourable conclusions

•
Set up win-wins

•
Make it no lose

•
Share the risk

•
Deal as an equal

•
Eliminate status/rank

•
Give up all rights to punish or discipline

</feedback>

</question>

	QUESTION 3

What sort of actions do you think ENCOURAGE creativity?


Bottom of Form


	
	QUESTION 4

And what actions do you think DISCOURAGE creativity?
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How Microsoft Manages Creativity

According to David Thielen (in Florida, 2002)

Hire smart people who think.  

The company’s interview process is designed to separate the people who think from those who simply perform tasks…At Microsoft, the interviewing and final approval of job candidates is always done by the group that is doing the hiring.  The most telling questions that Microsoft managers ask are highly unusual.  Why are manholes round?  Microsoft isn’t actually interested in the correct answers.  They want to see how the candidate goes about solving a problem.  Example: Manholes are round so the covers cannot fall through the holes and so the covers, which are very heavy, can be rolled aside easily.

Expect employees to fail.  

If you work in an environment in which the best route to job security is by working to outdo the company’s competition, you focus your energy on developing new products and new ways to solve problems.

Keep repercussions small when conquest-oriented employees make mistakes.  

You don’t want them to feel as though their careers at the company or that their happiness is riding on just one mistake.  At Microsoft, failure is expected.  If employees don’t fail, they’re not taking enough risks.  In some cases they’ve even been promoted because of what they learned from their failures.

Create an us versus them mentality.  

Microsoft employees are constantly reminded that their competition is other companies, not colleagues.  

Sustain the company’s start-up mentality.  

In a start-up company, there’s an ever-present sense of urgency that the business must succeed.  Make it everyone’s responsibility to watch costs.  There are no secretaries at Microsoft.  And if a job needs five people to complete it, four are assigned.

Make the office feel like home.  

Create a work environment that is as nice or nicer than home, and employees will want to be there.  At Microsoft, everyone has his own office, and there’s no dress code.  There’s a big connection between enjoying your work and doing good work.

Creative problem-solving techniques 

There are hundreds of techniques that can be applied to the structured problem-solving process, and we introduce a few here. 

Brainstorming
One of the most commonly used problem-solving techniques is ‘brainstorming’. Here are a few simple guidelines for making brainstorming effective:
· Develop as many ideas as possible - the more the better

· Improve and build on each others’ ideas: suggest new ideas, try and develop someone else’s ideas by putting forward improvements or ways of combining ideas

· Encourage long shots: crazy-sounding ideas can spark off original and practical thoughts

· Encourage rather than criticise others: praise other group members’ ideas to encourage them to come up with more

· Record all ideas on a sheet of paper or a flip chart

Brainstorming can be refined in the following ways:
· Visual trigger techniques
Visual trigger techniques

Participants use pictorial matter (e.g. catalogues, photos, etc.) as triggers. This can give more structure than the classic brainstorming.

· Card / post-it systems
Post_it_system

Participants use slips of paper or post-it pads to write ideas down. These can then provide triggers for discussion. Also allows ideas to be associated, sorted, used as spring-boards for further brain-storming etc. 

A variation of this technique is 'pass it on' where participants pass on a single card adding ideas to the list.

· Knowledge trees
Knowledgetrees

A structured brainstorming and reference technique for generating new products. It can be highly effective when used by cross functional teams. 

Problem boundary definitions

Boundaries determine the amount of problem space available and can be used to restructure the assumptions of a problem in order to provide a new way of looking at it. The steps involved are:

· Write down a statement of the problem

· Underline key words and phrases

· State the implications of these words and phrases

· Produce a second statement of the problem based on consideration of these implications

Having identified the boundaries, the next step is to explore ways in which these can be relaxed in order to make the problem statement more amenable to the generation of solutions.
Reframing a problem

This technique involves looking at the problem from different angles and attempting to bring out the underlying assumptions, which may be constraining the definition in unnecessary ways. There are two ways in which this technique can be used.  

First, you can work alone and produce a list of the strengths/weaknesses or likes/dislikes of the problem. Then attempt to restate these lists in ways that reverse the sense. For example, ‘the strategic planning process used in this organisation suffers from a lack of discipline at all stages’ might become ‘by using a disciplined approach we could reduce the time people spend on the planning stages and increase the time available for the thinking stage’. Each reversal can then considered to see if it has provided any new insights into the problem or whether it has reconfirmed your original view.

The second approach is where you work with a group. Again a problem statement is produced and members of the group generate questions that express their concern or lack of understanding of the problem. Discussion and exploration of the issues raised by these questions is then conducted, with someone adopting the role of facilitator.  Individuals are then invited to attempt a redefinition of the problem in a way that will be most helpful to the whole group, taking into account all of the concerns and questions that were raised in the earlier session. This is best done privately and then the statements ‘posted’ in a way that enables all of the members to consider and discuss it. The group can then select the statement that will be used for the next stage or a combination of the statements.

Mapping and diagramming 

Where the problem has many facets and stakeholders, a cognitive mapping or diagramming approach can be helpful. Three of these techniques are:

· Mind mapping
· Tree diagrams
· Fishbone diagrams
Mind mapping
Mind mapping 

The mind mapping approach involves placing the key feature of the problem at the centre of a diagram and surrounding this with, say, five or six of the features that form subsets of the original key feature.  The construction of the diagram then continues, with further subfeatures being added and links between these subfeatures showing influences and relationships.  Discussion around this map then helps to formulate a revised definition of the orginal problem statement.


[image: image10]
Tree diagram

The tree diagram technique involves producing an initial statement of the problem and then breaking this down into three or four logically distinct parts. Each part is then further broken down to a further three or four sublevels.  By focusing on each of these sublevels and thinking through the way in which each is distinct from the others, it is possible to obtain a much clearer view of the top-level problem.  This in turn leads to a redefinition of the initial problem statement.

[image: image11]
Fishbone diagram

This technique involves systematically identifying a wide variety of possible causes of a problem and shows relationships among the causes.  The approach is to put the problem statement into a box (the fishhead) and construct a series of causes, each of which is placed as a label on a separate ‘spine’.  In this way a complete picture of the problem is created, which is then used to help produce a redefinition of the original problem statement.  Figure x illustrates this approach:
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Other idea generating and problem solving tools

Other useful tools for idea generation include:

· Parameter based analysis - An existing (or competitor) product is used as a benchmark with particular attention being paid to specific parameters. It is then indicated how these parameters would have to be different to enhance satisfaction.     

· Random Matching - Random word-to-word to trigger new associations.

· Idea Search Matrix - Checklists of questions to trigger new thoughts and ideas.

· Excursion Technique - Using words and situations to lead away from the problem and reality, then switching back when a new idea or association is seen.

· Problem Abstraction - Why? Why?....  - Attempts to reduce problems to their most basic level - problem goals and boundaries are then set. The procedure then follows a series of Why? questions followed by a subsequent Alternative? 
· Ideas Book - Simple technique but can reap good results. Ideas are entered into a dedicated book from anyone who wishes (and at any time) - a relaxed approach to new ideas and suggestions.

· SCAMPER - Stretch Matrix - Substitute, Combine, Adapt, Magnify ( or Minify), Put to other uses, Eliminate, Re-arrange (or Reverse) - Together they make up a checklist of possible product modifications.
· Force Field Analysis - A technique used to determine whether a particular solution or goal is practical or not. By analysing the Driving Forces (positive) against Restraining Forces (negative), and evaluating the relative ratio or intensity of the force field a decision can be made for or against.

· Search and Re-Apply - A technique that asks the question - Have we had the same or similar problem? How did we solve it? Has anyone else had a similar problem? Use re-application techniques to search for ideas - Other Companies, Countries, People, Industry, History etc. This technique works on the basis of ' If you have a problem that needs solving, somebody else has probably already solved it'.

Removing the barriers to creativity

In recent years there has been an increasing awareness of the role played by emotions in thought, decision making and individual success. The concept of ‘emotional intelligence’ for example, has gained particular recognition within the business training arena. Attributes such as self-awareness, impulse control, persistence, zeal and motivation, empathy and social deftness are seen as marking those people that excel (some of whom are entrepreneurs).  

The good news is that emotional intelligence (EI) can be nurtured and strengthened in all of us. Daniel Goleman’s book ‘Emotional Intelligence – Why it can matter more than IQ’ provides a good introduction to the subject.

Goleman reference:
Goleman, Daniel, (1996) Emotional Intelligence – Why it can matter more than IQ, Bloomsbury
e-tivity (2) – Your enterprise idea
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OK – so now you are in a position to be able to create your enterprise idea at least in broad terms using the processes described above:

1. Use creative thinking to write down a list of problems that may lead to a market need.  These may be based on a broad area of personal interest or more general observation.
2. Use critical thinking and evaluative criteria to come up with one problem or market need that you wish to work on.

3. Use a range of creative problem-solving techniques to come up with possible solutions to the problem.  Don’t be afraid to draw up a long list of ideas (however quirky they might seem now) which might relate to a range of new products or services.

4. Using criteria that you think will be important for your enterprise, select the solution that represents the best opportunity for you to work on. Don’t worry if your enterprise idea is still relatively broad in concept.  In the next step we shall attempt to see if your enterprise idea is indeed a viable business opportunity.
Please now continue on to Evaluation Step 3.

Discovery Step 2: Further links & reading

Stokes, D., Wilson, N., and Mador, M. (2010) Entrepreneurship, Cengage Learning, Chapters 3 and 8.  

Stokes, D. and Wilson, N. (2010) Small Business Management and Entrepreneurship edition 6, Cengage Learning, Chapters 3 and 4. 

http://businessballs.com/problemsolving.htm - Businessballs describes itself as a ‘free ethical learning and development resource for people and organizations, run by Alan Chapman’. 
http://www.thinkingmanagers.com  - creative thinking framework
Brainstorming.co.uk – free brainstorming software
About.com: desk top publishing http://desktoppub.about.com/od/creativityexercises/a/saedi.htm
Creative thinking exercises

The Happy Manager http://www.the-happy-manager.com/free-problem-solving.html - problem solving tools































































Copyright Stokes, Wilson and Mador, 2010


[image: image1.wmf][image: image14.png]Subfeature

Subfeature

Key feature of problem

Subfeature

Subfeature

Subfeature

Subfeature

~_



[image: image15.png]Iuitial statement of
nrohiem

[ I
Part 1 Part 2 Part 3
Part21 Part22 Part23

Part2.1.1 Part212

Part4



